I Introduction and background
Individuals, communities and enterprises in Scotland receive more public spending per head than those in England. They receive 12% more on transfers and 25% more on public services (HM Treasury, 2004, Table 6.7, 8.9a and A11) . The transfers, such as state pensions and jobseekers' allowance, are based on UK-wide policies, so the excess that Scotland enjoys with them over England must reflect a government view that Scotland has higher needs.
However, the different levels of spending on public services in the two countries do not stem from assessments of needs. Public services in Scotland are mostly provided by new Scottish Parliament in Holyrood, and were before handled by the Scottish Office. When this separation arose in the 19 th century, Scotland was allocated 11% of the total amount available for UK services, which roughly reflected its then population share. But the spending share was maintained for many years even though Scotland's population share fell.
In the 1970s, the Chief Secretary to the Treasury, Joel Barnett, devised a formula for allocating each year's increase in public spending. This formula has led to Scotland receiving less than 11% of each year's increase, so relative spending in Scotland is lower now than it was then. But, as we have seen, Scotland still has a considerable funding advantage.
Many people, including Barnett himself (quoted in Twigger, 1998, 17) , argue that the present formula should be replaced with a Barnett formula Mark II that was based on spending needs.
More recently, Mackay and Williams (2005) point out that, by ignoring relative need, the Barnett formula creates inconsistency, and Bristow et al (2005) argue that the pressure for its reform would become even stronger if regionalization in England went ahead.
Some people dissent from this broad consensus. For example, Midwinter (2003) argues that the Barnett formula gives stability. And McLean and McMillan (2003) advocate distributing public funds between regions on the basis of needs as implied by the inverse of their gross domestic products rather than detailed assessments of needs for individual services.
However, one problem for all these previous participants in this debate about the relative levels of spending in Scotland and England is the lack of any detailed study that compares their spending needs for public services. Our purpose in this paper is to inform the debate by attempting to make some detailed comparisons of their spending needs. The current paper is one of three where we compare their needs for different local services. These papers give the only detailed comparison of the countries' needs for any public services that has ever been made, and so give a unique insight into this major debate.
Different people hold different views about needs, so if we devised our own formulae for assessing needs, then our formulae could be challenged and their results dismissed. But we do not have to devise formulae for assessing relative needs for local authority (LA) services, because each LA's relative needs are already assessed, in England by the Office of the Deputy Prime Minister (ODPM) and in Scotland by the Scottish Executive (SE). 1 The ODPM and SE use their own different formulae, but these formulae have been developed over many years and can be taken to have some support. So comparisons based on them should be harder to dismiss. Although using these formulae means that we consider only local government services, these between them are the most important ones, for they account for some 60% of spending on government services.
The ODPM estimates are called Formula Spending Shares (FSSs) while the SE estimates are called Grant Aided Expenditures (GAEs). Both the ODPM and the SE give each LA a figure for its spending needs, but they stress that their figures cannot be taken to indicate absolute need and instead indicate only relative needs (ODPM, 2002, paragraph 10; Scottish Parliament, 2002) . This qualification does not matter for our research because we are concerned only with relative needs -those for Scotland and England.
In King et al, 2004 , we looked at the largest component of LA spending, education, and found that if the ODPM's approach to assessing education need was adopted in Scotland, then Scotland would be found to need to spend perhaps only 3% per pupil more. However, as Scotland has 25% more public spending per head on services in total, we decided to look at other LA services, and this paper takes personal social services (PSS) which are the second largest component of LA spending. We have written a third paper (King et al, 2006) , which looks at all the small local services except police.
In the present paper, we estimate the 2004-05 FSS for PSS of each Scottish LA. We then sum these LA figures to find the FSS for PSS in Scotland as a whole, and we compare this with England's FSS for PSS. We have tried to assess exact Scottish FSSs to give an accurate comparison.
2 Section II below notes the contexts in which the FSS and GAE formulae operate. Section III briefly reviews these formulae. Sections IV, V and VI respectively apply to Scotland the FSS formulae for PSS for children, PSS for older people and PSS for younger adults. Section VII compares our estimates of FSS for PSS in Scotland with the ODPM's figures for England. It also compares relative FSSs between local authorities with their relative GAEs. Section VIII gives our conclusions.
II The context of the needs formulae
The ODPM and SE calculate all their FSS and GAE figures for each LA in order to calculate the amount of block grant that they will pay to each LA. And although FSSs and GAEs are 2 In each country, the needs formulae are subject to annual modification, yet any analysis like ours has to relate to a single year. We chose 2004-05 as this was the latest year for which we were able to obtain data when we did our research. Since then, there have been no significant changes to Scotland's GAE formulae. However, in April 2006, England's FSS formulae were replaced by new relative needs formulae which were required following changes to the way in which central government supports local education spending (see ODPM, 2006 We also want to compare the GAE and FSS formulae. Unfortunately, we cannot do this by comparing the PSS needs that the FSS approach would give Scottish LAs with the PSS needs -or social work needs as they are called in Scotland -that the GAE does give them. This is because Scottish LAs operate within a framework laid down by Holyrood while English LAs operate within a framework laid down by Westminster. The frameworks differ in policy details and in the use of specific grants. So it is hard to say just how far any differences between a Scottish LA's FSS for PSS and its GAE for social work result from differences in its estimated need, and how far they result from the different frameworks. However, while the different frameworks make it hard to compare the absolute levels of need assessed by the two formulae, we can compare their estimates of relative need between Scotland's LAs.
III An overview of the FSS and GAE approaches to PSS
The FSS approach used in England differs from the GAE approach used in Scotland because over many years the former has been evolved by the Westminster government and the latter by the Scottish Office and, more recently, the SE. The FSS system estimates each LA's total FSS for PSS as the sum of its needs for three main components or 'sub-blocks' of PSS which concern children, older people and younger adults. Table 1 shows these sub-blocks and the percentage share in England as a whole that each sub-block has of the total FSS for PSS. Table 1 also shows the main factors which determine the FSS given to each LA. FSS is discussed in more detail in Sections IV to VI.
The GAE approach breaks the need to spend on PSS into many components. The ten main ones account for 90.9% of the total GAE for PSS. Table 2 lists these and gives their shares.
The 9.1% for 'other' services covers components for AIDS/HIV cases, community care for the mentally ill, community care action plans, and a children's services development fund.
Each component's GAE is based on one or more indicators, and Table 2 shows the main indicators, with IS standing for Income Support and IBJSA for Income Based Jobseekers'
Allowance. The GAE also has an island allowance for Eilean Siar, Orkney, Shetland and some other LAs with islands. But, overall, GAEs depend on fewer indicators than FSSs.
In short, FSS divides spending into three blocks, and looks at a wide range of indicators that may affect spending on each block. In contrast, GAE divides spending into many components, and looks at only a few indicators that clearly affect spending on each.
Essentially the formulae differ in the choice of indicators and their relative importance. In principle, there might be some indicators which are not relevant in England, and which FSS therefore ignores, but which are relevant in Scotland. If this was so, then applying FSS to Scottish LAs would necessarily give flawed results. However, looking at the indicators in Indeed, it would be surprising if, for example, the weights that the ODPM applied to Cumbria were felt wholly inappropriate to neighbouring Dumfries and Galloway.
IV
The FSS sub-block for children and its application to Scotland
As noted, each LA's FSS for PSS is the sum of its FSS for the three PSS sub-blocks, which concern children, older people, and younger adults. The sub-block for children covers the provision of PSS for children aged 0-17. Tables 3 and   4 show how the needs per child, as estimated by FSS, vary between LAs. The following paragraphs indicate the factors involved: Appendix 1 gives our sources for Scottish LA data.
The basic sum per child
The FSS formula begins by allowing a basic sum of £113.83 per child. At a later stage, however, it deducts a flat £131.63 per child. In Table 3 we show the net effect of these two rather contradictory elements as a flat amount of -£17.80 per resident child
The five deprivation top-ups for children
An LA's costs in providing services for children also depend on the amount of local deprivation. The ODPM allow for this with five deprivation top-ups as follows.
• They allow £331.54 for all dependent children living in flats.
• They allow £2,559.58 for all resident children with a limiting long-term illness.
• They allow an extra £476.10 for all children dependent on a claimant of IS or IBJSA;
• They allow an extra £921.37 for all children living in one-adult households;
• They allow for the extra costs in LAs with a high density of population by taking the total population per hectare and multiplying it by £0.82; thus Aberdeen City has a density of 11.27 people per hectare and gets £0.82(11.27) per child, that is £9.24 per child. They also cover all children born inside the UK, unless their head of household was born in the UK, the Republic of Ireland, the USA or the Old Commonwealth. Table 4 begins with information about the two factors on which this index depends: the percentage of children with the specified countries of birth, and the percentage of heads of households in routine or semi-routine occupations. Incidentally, these two LAs actually have similar percentages, and so have similar indexes.
But they get very different amounts per child from the index, because the index in Inverclyde is applied to a much higher total, as shown in the final column of Table 3 .
Area cost adjustments for children's PSS
The final factor allowed for in FSS is an area cost adjustment (ACA Table 4 shows our estimated per capita amounts for these LAs.
The total FSS for children's PSS
In essence, it is possible to sum all the components of Tables 3 and 4 to get the total FSS per child in each LA. However, the ODPM make some minute adjustments to scale the total FSS for children's services in England to a pre-determined figure called a control total. We scaled our Scottish figures by an identical amount, so some of the total FSS per child figures shown in 
V The FSS sub-block for older people and its application to Scotland
The sub-block for older people covers the provision of personal social services for people aged 65 and over. However, for the purposes of this block, FSS does not talk about all resident adults in this range but rather about each resident in a household plus each resident supported by the LA in residential or nursing care. The result of this definition is that FSS effectively overlooks about 1% of adults aged 65 or more. In this section, the word 'adult' covers only the older adults relevant for FSS. Tables 5, 6 and 7 show how needs per adult, as estimated by FSS, vary between LAs. The following vary between paragraphs indicate the factors involved: Appendix 2 gives our sources for Scottish LA data.
The basic sum per older adult
The FSS formula begins by allowing an LA a basic amount of £367.47 per adult. Later, however, it deducts a flat £193.22 and also a flat £462.64 per adult. In Table 5 we show the net effect of these three rather contradictory elements as a flat amount of -£288.39 per adult.
The two age top-ups
The cost of providing older people's PSS in an LA depends on the age profile of the older people as well as on their number. FSS allows for this with the following two 'age top-ups':
• An age top-up for adults aged 75-84, allowing £343.87 for each.
• An age top-up for adults aged 85 or more, allowing £1,159.72 for each. 
The six deprivation top-ups for older people
An LA's costs in providing services for older adults also depend on the amount of local deprivation. The ODPM allow for this with six deprivation top-ups as follows.
• They allow an extra £252.73 for all residents of pensionable age living in rented accommodation.
• They allow an extra £365.00 for all adults aged 65 or more with a limiting long-term illness.
• They allow an extra £508.98 for all older people who are, or whose partners are, on IS or IBJSA (this indicator actually covers people aged 60 or more).
• They allow an extra £305.12 for all pensioners living alone.
• They allow an extra £1,012.03 for all older people on attendance allowance or disability living allowance, here called people aged 65+ on AA/DLA.
• They allow an extra £547.28 for all residents of pensionable age who are not part of a couple and not a head of household. Tables 5 and 6 show the effects of each factor in sums per adult.
The low income index
A further factor affecting LA service costs is low incomes, because LAs spend more in areas where people are less able to pay any charges that LAs might impose. This factor is allowed for by a low income index. For each LA, the index is calculated in three main steps, with no direct reference to incomes. The first step is to find the value of (a) a fixed amount of 0.483, minus (b) 1.371 times the proportion of pensioners who are not in a couple and not head of a household, minus (c) 0.150 times the proportion of pensioners in rented accommodation (Appendix 1 gives the relevant sources). The second step is to divide the resulting figure by the ACA for the LA, which simply means that this low income adjustment is the only component of the FSS for this sub-block that does not benefit from the ACA made later. The third step is to subtract the resulting sum from 1 and divide the result by 0.6459. Table 6 shows the index for each LA. A high index indicates a high need for help with low incomes.
The arithmetic used in calculating this index means that the LAs which benefit most are those with many renters and with few pensioners who are in couples or heads of a household. The results are occasionally surprising: for example, Westminster has more of a problem with low incomes than Glasgow, and Wokingham has more of a problem than Herefordshire. The index is allowed for in the FSS formulae by multiplying the sum of the basic amount, the two age top-ups and the six deprivation top-ups by the index. The effect on FSS per adult of allowing for low incomes in this way is also shown in Table 6 .
Population sparsity
The older person's FSS also allows for sparsity, because people attending older people have further to travel in sparse areas. This factor is also allowed for by an index. For each LA, the index is calculated in three steps. The first step is to sum two components: (a) 2 multiplied by the population of census enumeration districts with 0.5 or fewer residents per hectare; and (b) the population of enumeration districts with more than 0.5 residents per hectare but not more than 4. The second step is to multiply this sum by 0.0222 and then add the result to 0.9958. The third step is to divide the resulting amount by 0.9958. The index is allowed for by multiplying the sum arrived at after making the low income adjustment by the index. The effect on FSS per adult of allowing for sparsity in this way is shown in Table 7 .
Area cost adjustments for older people
Finally, FSS allows for ACAs. For older people's PSS, the ACAs range from 50.3% in the City of London and 28.0% in Inner London boroughs to 0.8% in Merseyside and 0% for LAs which do not receive them. As noted above, we found that only Aberdeenshire, Edinburgh and Glasgow would be likely to get ACAs; Table 7 shows our estimates for these LAs.
The total FSS for older people's PSS
In essence, it is possible to sum all the components of Tables 5, 6 and 7 to get the total FSS per adult in each LA. However, the ODPM scale these sums very slightly to make the total FSS equal a pre-determined control total. We scaled our Scottish figures by an identical amount, so some of the total FSS per adult figures shown in per head is greater than its excess per older adult because it has a slightly higher percentage of older adults in the population.
VI The FSS sub-block for younger adults and its application to Scotland
The sub-block for younger adults covers the provision of personal social services for people aged 18-64. In this section, the word adult refers only to this group. Table 8 shows how needs per adult, as estimated by FSS, vary between LAs. The following paragraphs indicate the factors involved: Appendix 3 gives our sources for Scottish LA data.
The basic sum per younger adult
The FSS formula begins by allowing an LA a basic amount of £75.93 for each resident adult.
Later, however, it deducts a flat £28.32 per adult. In Table 8 we show the net effect of these two rather contradictory elements as a flat amount of £47.61 per adult.
The three deprivation top-ups for younger adults
An LA's costs in providing services for younger adults also depend on the amount of local deprivation. The ODPM allow for this with three deprivation top-ups as follows.
• They allow an extra £216.62 for all adult claimants of IS or IBJSA aged 18-64.
• They allow an extra £97.60 for all younger adults in households with no family. These households comprise: (a) households where there is just one adult; and (b) households, like those filled with unrelated students, where there is more than adult but where the adults come from more than one family and where none of the adults have dependent children living with them. The ODPM assume that the proportion of younger adults in such households equals the proportion of households that have no family.
• They allow an extra £103.95 for all younger adults estimated to be living in rented public sector flats; the ODPM assume that the proportion of younger adults living in such flats equals the proportion of households that live in them. Table 8 shows the effects of each factor in sums per adult.
Area cost adjustments for younger adults
Finally, FSS allows for ACAs. The ACAs used for younger adults PSS are the same as those used for children's PSS. As noted above, we found that only Aberdeenshire, Edinburgh and Glasgow would be likely to get ACAs; Table 7 shows our estimated amounts for these LAs.
The total FSS for younger adults' PSS
In essence, it is possible to sum all the components of Table 8 to get the total FSS per younger adult in each LA. However, the ODPM scale these sums very slightly to make the total FSS equal a pre-determined control total. We scaled our Scottish figures by an identical amount, so some of the total FSS per adult figures shown in Table 8 Although Scotland as a whole does better than England, the £180.12 needs of its most needy area, Glasgow, are 24.0% below Tower Hamlets needs at £236.92; Tower Hamlets has more people in public sector rented flats, and it also receives a high ACA. However, Scotland's least needy area, Shetland, has 4.7% higher needs than Wokingham.
Of course, the proportion of the population accounted for by younger adults varies between LAs, as shown in the final column of Table 8 . So the FSS per head of total population, which is shown in the first column of Table 9 , is not proportional to the FSS per adult that is shown in 
VII Scotland and England compared
The main aim of this paper is to compare how much Scottish LAs would be found to need to spend on PSS using the FSS formulae with the amounts that English LAs are found to need to spend. We have seen that Scotland has higher needs per child for children's PSS, higher needs per older adult for older people's FSS, and higher per younger adult for younger adults'
PSS. In each case it also has higher needs per head of the population as a whole. Table 9 copies the needs per head for children's PSS from There are some big differences between relative FSS and relative GAE even for the mainland LAs. For example, Glasgow would get 56% more than the average under FSS but gets only 21% more under GAE. In contrast, Perth and Kinross would get 17% below average under FSS but gets 5% above average on GAE. However, it is possible that FSS measures relative needs for these services well, while GAE underestimates needs in urban areas and overestimate them in rural areas.
VIII Conclusions

Scotland and England compared
General conclusions
In addition to the above results, three more general conclusions can be drawn. First, we have argued that the differences in the way in which FSS and GAE assess relative need may indicate either that at least one of them is seriously flawed; possibly both are flawed. The fact that one, or perhaps both, may be flawed forms a strong case for reviewing them both, and here there must be a case for Holyrood and Westminster seeing what they can learn from each other about needs assessment.
Secondly, because FSS may be flawed, its indication that Scotland's per capita needs are around 6% above England's may be a significant understatement. Even so, many people will doubt whether Scotland's needs exceed England's to the same extent that its per capita public spending exceeds England's. So there may well be a case for replacing the current Barnett formula by a Barnett Mark II formula which assesses the needs for public spending as a whole across the two countries. There would certainly be a case for doing this if, in future, under a scheme of significant financial devolution, the Scottish Executive raised most of its revenue from taxes and received Westminster funds only to cover higher needs.
Finally, while the case for devising a Barnett Mark II formula seems strong, Barnett Mark II will be very hard to devise. It will be harder than assessing LA spending needs, because it will have to cover devolved central government services such as health and higher education as well as LA services. Also, for political reasons, it will surely have to be accepted as fair in both Scotland and England; yet there are several results in this paper which suggest that Scotland and England may hold very different views about needs, so satisfying both countries may prove problematic. However, we hope that the work in this paper and our two others, along with the many data sources that we have identified, will help anyone who does try to devise such a formula.
Appendix 1: data and sources for services for children
Note: the precise ODPM description of the data needed for each factor is given in italics.
Resident children aged [0] [1] [2] [3] [4] [5] [6] [7] [8] [9] [10] [11] [12] [13] [14] [15] [16] [17] 2002 . We used Scottish LA data from GROS (2002, Table 2 ). , Table CAS045 ). 
Dependent children living in flats
Proportion of children under 16 with specified birth locations (see main text for location details) using the 1991 Census. We used data from GROS (1993, Tables 32 and 50).
Proportion of households with an occupied head whose head is in a routine
Appendix 2: data and sources for services for older people
Household residents of pensionable age living in rented accommodation using the 1991
Census. We used GROS (1993 , Table 67 ) for Scottish LA data for the total number of household residents of pensionable age and the number in rented accommodation in 1991.
We applied the resulting proportion for each LA to the number of its adults in 2002. , Table DLA12 ) and scaled them down in line with the percentage of claimants in Great Britain as a whole who were 65 or over (from Table DLA2 ); and we scaled these resulting figures down in line with the percentage of Great Britain claimants on high or middle living care allowances (from Table DLA1 Tables AA1 and DLA1 ).
Residents aged 65 or over with a limiting long-term illness
We then found that if we used analogous data and methods for England, we reached a slightly different total from that used by the ODPM, so we scaled our LA figures in proportion to this discrepancy. Table UV02 ). The figures in column (7) of Table C show the percentage of people living in wards with less than or equal to 4 residents per hectare, but there is a double weight for those living in wards with less than or equal to 0.5 residents per hectare. 
